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INTRODUCTION AND BACKGROUND

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Carey B. Lykins. My business address is 2020 North Meridian
Street, Indianapolis, Indiana.

BY WHOM ARE YOU EMPLOYED AND IN‘WHAT CAPACITY?

I am the President and Chief Executive Officer of Citizens Energy Group and
CWA Authority, Inc. (the “Authority”).

ARE YOU THE SAME CAREY B. LYKINS WHO PREVIOUSLY
TESTIFIED ON BEHALF OF CITIZENS ENERGY GROUP AND THE
AUTHORITY IN THIS PROCEEDING?

Yes [ am.

DO YOU HAVE ANY INITIAL COMMENTS YOU WOULD LIKE TO
MAKE REGARDING THE TESTIMONY THA'f HAS BEEN FILED IN
THIS PROCEEDING?

Yes. The Commission has before it an extensive amount of testimony covering a
variety of topics. In many cases, we believe our rebuttal position will resolve the
concerns expressed. What we cannot do is accommodate a position that would
threaten the financial integrity of the utilities under the new ownership structure

or accept a proposal that would alter or violate the terms of the asset purchase

agreements and cause the City, Citizens Energy Group and the Authority to seek

another approval of the City-County Council.
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Our willingness to compromise on certain issues is also motivated by our
desire to ensure the fundamental objective the City and Citizens Energy Group set
out to achieve—a more éfﬁcient and economical managément and operation of
the City’s water and wastewater utilities—is not obscured. While aspects of this
proceeding are complex, the basic proposal is not. The" City’s water aﬁd
wastewater utilities face significant challenges. To meet those challenges,
Citizens Energy Group and the Qity concluded that the public charitable trust
model, which has served the City’s gas utility well for more than a century,
should be replicated for the water and wastewater utilities. The public charitable
trust model will impose a fiduciary duty on the Ciﬁzens Energy Group Board to
(1) provide water and wastewater services at reasonable cost; (2) protect the water
and wastewater systems from private ownership or control and partisan political
governance; and (3) coordinate the operations of the water and wastewater
systems with other Citizens Energy Group utility systems in order to achieve
synergies. Mayor Ballard and the City-County Council have given us an
opportunity to extend the benefits of the public charitable trust model to the water
and wastewater utilities. [ urge the Commission to reject those proposals that
would threaten our ability to seize that opportunity.

WHAT IS THE PURPOSE OF THE REMAINDER OF YOUR REBUTTAL
TESTIMONY? |
The primary .purpose of my rebuttal testimony is to address the testimony filed by

the Indiana Office of Utility Consumer Counselor (“OUCC”) in this proceeding.
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I also identify the other rebuttal witnesses testifying on behalf of Citizens Energy

Group and the Authority and briefly describe the issues each witness addresses.

OUCC TESTIMONY

Q.

HAVE YOU READ THE PREPARED TESTIMONY THE OUCC FILED
IN THIS PROCEEDING?

Yes I have.

WHAT IS YOUR GENERAL REACTION TO THE OUCCS
TESTIMONY?

I am pleased that the state agency charged with representing the interests of utility
ratepayers has recognized the benefits the proposed acquisitions will bring to
customers of utility services in and around the City of Indianapolis. The OUCC’s
chief witness Scott A. Bell recommends the Commissibn find that Citizens
Energy Group has the technical and managerial ability to own and operate the
water and wastewater utilities. The consulting firm engaged by the OUCC to
analyze our synergy study confirms that the key assumptions underlying that
study are reasonable and our $60 million savings projection is realistic. The
OUCC also supports the reasonableness of certain proposals we have made in
connection with the acquisitions, including partial agreement o.n an environmental
compliance ratemaking plan that will improve our ability to 'rﬁanage the
significant costs that will be incurred to largely eliminate the City’s combined
sewer overflow problem. While I recognize the OUCC has recommended the

Commission impose a number of conditions in connection with its approval of the



10

11

12

13

14

15

16

17

18

19

20

21

22

Verified Rebuttal Testimony of Carey B. Lykins
Petitioners’ Exhibit CBL-R

Citizens Energy Group

CWA Authority, Inc.

Page No. 4 of 4

relief we have requested in this proceeding, I very much appreciate the OUCC’s
general support for the proposed acquisitions.

DO YOU HAVE ANY OVERALL CdMMENTS REGARDING THE
RECOMMENDATIONS THE OUCC MADE IN CONNECTION WITH
THE COMMISSION’S APPROVAL OF THE PROPOSED
ACQUISITIONS?

Yes. In its prepared testimony, the OUCC made numerous recommendations in
connection with the proposed acquisitions. Many of those recommendations
would have the Commission establish conditions or limitations related to Citizens
Energy Group’s and the Authority’s ownership and operation of the water and
wastewater utilities. ~ The sheer number of conditions and limitations

recommended by the OUCC, as well as the manner in which many of those

recommendations are worded (i.e., recommending the Commission “require” or

“order” Citizens Energy Group to take a variety of actions), suggest an overly
detailed form of Commission regulation of Citizens Energy Group and the
Authority with respect to our ownership and operation of the water and
wastewater utilities. While I am sure each of the OUCC’s recommendations is
well intentioned to further a specific objective the OUCC believes is important, it
is my belief Citizens Energy Group’s long history of successfully operating
utilities in the City of Indianapolis demonstrates many .of the recommendations
proposed are unnecessary and will only prove burdensome to the Commission and

the utilities.
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ARE ANY OF THE OUCC’S PROPOSED RECOMMENDATIONS
ACCEPTABLE?
Yes. Generally, I would separate the OUCC’s recommendations into three -
categories. First, many of the OUCC’s proposed recommendations, while
potentially unnecessary as noted above, are generally acceptable to Citizens
Energy Group and the Authority. Second, others could be acceptable with some
modification or clarification. For example, various OUCC witnesses recommend
we establish metrics that will be used to track acquisition-related savings and
costs and submit certain reports regarding sévings. Citizens Energy Group fully
intends to demonstrate accountability for achieving the savings that have been
projected. My commitment to do that has not changed, but we may have slightly
different ideas than the OUCC about how reporting requirements should be
established.
WHAT ARE THE RECOMMENDATIONS THAT FALL INTO THE
THIRD CATEGORY?
The third category comprises recommendations proposed by the OUCC that
would be extremely problematic, if they were adopted by the Commission in a
final order in this proceeding. Those recommendations are:
e Mr. Bell’s recommendation that the Authority be financially responsible for
completing all STEP projects in addition to the STEP projects identified in
Schedule 2.04(d) of the Wastewater Asset Purchase Agreement (the

“Wastewater APA”).

7
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Mr. Kaufman’s recommendation that thé term “Fair Market Value” be defined
“in a manner that prevents the ratepayers from paying for the Same plant or
other assets twice, if either or both utilities are ever sold back to the City.”

Mr. Kaufman’s recommendation that “decisions in the final order in Cause
No. 43645 should apply to CEG.”

Mr. Patrick’s recommendations that the Commission decline to pre-approve
debt service payments in future rate cases for certain debt that Citizens Energy
Group and the Authority contemplate issuing in the future; aﬁd

Mr. Patrick’s recommendation that the Commission require Citizens Energy
Group repay the City for any outstanding short-term debt owed by the
Department of Waterworks to the City, if the Commission approves in Cause
No. 43645 the amount of working capital the DOW requested as part of its

overall revenue requirement.

PLEASE DISCUSS YOUR CONCERNS WITH MR. BELL’S

RECOMMENDATIONS REGARDING THE STEP.

Mr. Bell recommends the Commission “order the Authority to be financially

responsible for completing all the STEP projects in addition to the STEP projects

the Authority has already agreed to complete, which are identified in Schedule

2.04(d) of the wastewater system Asset Purchase Agreement.” (Pub. Exh. No. 1

at 39). It is unclear what Mr. Bell means by “all the STEP projects” or

“financially responsible”; however, we believe it is premature in this proceeding

to address the completion of any STEP projects in addition to those the City and
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the Authority agreed should be committed to as set forth in Section 2.04(d) of the
Wastewater APA. Mr. Dill&d indicated in his case-in-chief testimony that the
Authority dogs not intend to limit the completion of STEP projects to the projects
identified in the Wastewater APA. He addresses the topic again in his prepared
rebuttal testimony and expands on the cost benefit analysis process he initially
described. Consideration of additional STEP projects will involve a number of
public policy considerations that require input from numerous stakeholders. We
welcome the participation of the OUCC and Commission as part of that process,
which we are prepared to begin in earnest as soon as the Authority and Citizens
Energy Group assume responsibility for ownership and operation of the
wastewater system.

PLEASE ADDRESS MR. KAUFMAN’S “FAIR MARKET VALUE”
RECOMMENDATION.

Mr. Kaufman’s proposal is intended to address concerns he has with sections 8.08
and 8.09 of the water and wastewater asset purchase agreements. The principal
objective of those sections of the asset purchase agreements is to make clear that
once the water and wastewater systems are conveyed to Citizens Energy Group
and the Authority and made subject to separate public charitable trusts, they can
never be sold or transferred to another entity, including a sale back to the City.
Mr. Kaufman’s recommendation would undermine that objective by giving future
City administrations an incentive to attempt to repurchase the assets at a price that

does not reflect their fair market value. Mr. Johnson discusses this and other
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r

problems with Mr. Kaufman’s fair market value recommendation in his prepared
rebuttal testimony.

WHAT IS YOUR CONCERN WITH MR. | KAUFMAN’S
RECOMMENDATION THAT “DECISIONS MADE IN THE FINAL
ORDER IN CAUSE NO. 43645” APPLY TO CITIZENS ENERGY

GROUP?

-At the time my rebuttal testimony was filed, the final order in Cause No. 43645

had not been issued, so I cannot speak to specific conditions or obligz;tions that
might be imposed on the DOW in that order. 'Generally speaking, however, I do
not believe it is fair or appropriate to suggest conditions and obligations that will
be imposed on the DOW in that order should be applicable to Citizens Energy
Group. I believe any conditions and obligations imposed on the water utility in
the final order in Cause No.v43645 will be based on the circumstances facing the
utility under its current ownership and management structure. To the extent the
Commission wishes to impose obligations on the water utility under Citizens
Energy Group’s ownership and management, I believe they should be explicitly
set forth in a final order in this proceeding.

I also am troubled by Mr. Kaufman’s suggestion that Citizens Energy
Group’s use of revenues be restricted based on the final order in Cause No.
43645. Such a proposal is based on the mistaken premise that the water utility,
under Citizens Energy Group’s ownership, will expend funds from its cash

revenue requirement in precisely the same manner used to support the DOW’s
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proposed revenue requirement in Cause No. 43645, based on a historical test year
with pro forma adjustments. It is true that Citizens Energy Group is requesting
approval to adopt the rates and charges the Commission approves in Cause No.
43645. It is not the case, however, that Citizens Energy Group’s financial
modeling is based on the assumption ;[hat the breakdown of the water utility’s
revenue requireinent into component parts presented by the DOW in Cause No.
43645 is illustrative of the ongoing needs of the water utility under Citizens
Energy Group’s ownership and operation.

WHAT IS YOUR CONCERN WITH MR. PATRICK’S
RECOMMENDATION THAT THE COMMISSION DECLINE TO PRE-
APPROVE DEBT SERVICE PAYMENTS IN FUTURE RATE CASES FOR
CERTAIN DEBT THAT CITIZENS ENERGY GROUP AND THE
AUTHORITY CONTEMPLATE ISSUING IN THE FUTURE?

Citizens Energy Group and the Authority are not .seeking approval in this
proceeding to recover in future rate cases debt service payments for debt to be
issued  for working capital or capital expenditures. iConsequently, there is no
reason for the Commission to deny approval of relief we are not seeking. Indeed;
any language in the final order in this proceeding that is perceived by rating
agencies as a pre-judgment by the Commission calling into question Citizens
Energy Group’s or the Authority’s ability to recover costs for that debt, could

jeopardize the utilities’ credit rating or possibly even jeopardize Citizens Energy
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Group’s or the Authority’s ability to finance the acquisitions. Mr. Brehm
discusses this topic in more detail in his rebuttal testimony.

PLEASE DISCUSS YOUR CONCERN REGARDING THE OUCC’S
RECOMMENDATION THAT THE COMMISSION REQUIRE CITIZENS
ENERGY GROUP REPAY THE CITY FOR ANY OUTSTANDING
SHORT-TERM DEBT OWED BY THE DEPARTMENT OF
WATERWORKS TO THE CITY, IF THE FINAL ORDER IN CAUSE NO.
43645 APPROVES THE AMOUNT OF WORKING CAPITAL THE DOW
REQUESTED AS PART OF ITS OVERALL REVENUE REQUIREMENT.

[ recognize the City’s advancement of money from its general fund to the
Department of Waterworks presents a serious dilemma. However, it is impossible
to comment on whether the final order in Cause No. 43645 will present a partial
solution to that dilemma, absent the ability to review the entirety of the order.
Moreover, the OUCC’s proposal raises the more fundamental concern I discussed
previously regarding restricting the use of revenues.

PLEASE IDENTIFY JOINT PETITIONERS’ EXHIBIT CBL-R-1.

Joint Petitioners’ Exhibit CBL-R-1 is a consolidated listing of the
recommendations summarized at the end of each OUCC witness’s testimony.
The listing afso includes Citizens Energy Group and the Authority’s response to
each recommendation and the rebuttal witness who discusses the recommendation
in his or her testimony or can address the fecommendation, if necessary, during

the February hearing in this Cause.
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OVERVIEW OF CITIZENS ENERGY GROUP AND THE AUTHORITY’S REBUTTAL CASE

Q.

PLEASE INTRODUCE THE OTHER WITNESSES WHO ARE

TESTIFYING ON BEHALF OF CITIZENS ENERGY GROUP AND THE

AUTHORITY IN THEIR REBUTTAL CASE.

In addition to me, the following witnesses are offering rebuttal testimony on

behalf of Citizens Energy Group and the Authority:

Mr. Aaron D. Johnson, Vice President of Integration and Associate Counsel,
responds to the OUCC’s recommendations regarding the reporting of
acquisition-related savings. He also addresses certain recommendations niade
by the OUCC regarding integration of the water and Wastewater systems. Mr.
Johnson also testifies in support of the Agreement Pertaining to the
Agreement for the Operatiori and Maintenance of the Advanced Wastewater
Treatment Facilities and Wastewater and Stormwater Collection System filed
in this proceeding by United Water Services Indiana LLC on January 14,
2011. Finally, Mr. Johnson responds to the testimony filed by the S.ervice
Advisory Board and Consumer Ratepayers.

Mr. John R. Brehm, Senior Vice President and Chief Financial Officer,
responds to a number of financial and accounting issues raised by the OUCC
and industrial intervenors, including an extensive discussion regarding the
financial plans for the water and wastewater systems and the need for both
systems to maintain sufficient cash working capital in order to successfully

execute those plans.
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Mr. Lindsay C. Lindgren, Vice President of Gas and Steam Operations,
addresses issues raised by the OUCC regarding capital planning for the water
system, water conservation, drought response planning and automated meter
reading.

Mr. James O. Dillard, General Manager, Project Engineering, responds to
testimony’ of the OU_CC addressing STEP, Citizens Energy Group’s technical
and managerial ability to'opera‘te the wastewater uﬁlity and the Authority’s
request for a certificate of territorial authority to continue serving wastewater
customers in Hamilton County.

Ms. LaTona S. Prentice, Executive Director of Regulatory Affairs, responds to
issues raised by the OUCC regarding the Authority’s proposed environmental
compliance plan cost recovery mechanism, proposed terms and conditions for
water and wastewater utility sérvice and CSS cost allocation agreements.

Mr. Michael D. Strohl, Vice President of Customer Relationships, addresses
various issues raised regarding the customer deposit and combined billing

pfoposals made by Citizens Energy Group in this proceeding.

CONCLUSION
DOES THAT CONCLUDE YOUR PREPARED REBUTTAL
TESTIMONY?

Yes it does.



VERIFICATION

The undersigned affirms under the penalties for perjury that the foregoing

testimony is true to the best of his knowledge, information and belief.

C)mfvﬁ,sa

Carey B. Lqu#s
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- SUMMARY OF JOINT PETITIONERS’
RESPONSES TO OUCC RECOMMENDATIONS

Recommendations of OUCC Witness Scott A. Bell

1.

OUCC Recommendation: ~ The Commission approve CEG’s proposed ECP as
contemplated in Ind. Code § 8-1-28-5.

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief.

OUCC Recommendation: The Commission order the Authority and CEG to continually
analyze the currently approved CSO Projects detailed in the LTCP and look for and
implement design efficiencies and cost savings as they strive to complete the remaining
Projects.

Joint Petitioners’ Response: The Authority will complete the CSO Projects as cost
effectively as reasonably practicable.

Rebuttal Witness: Aaron D. Johnson

OUCC Recommendation: The Commission order the Authority and CEG to document
any construction costs savings for the remaining CSO Projects.

Joint Petitioners’ Response: Citizens fully intends to document and report savings
achieved as a result of the acquisition and is in the process of designing the metrics that
will be used to measure such savings and the format for reporting them.

Rebuttal] Witness: Aaron D. Johnson

OUCC Recommendation: The Commission order the Authority to be financially
responsible for completing all the STEP projects in addition to the STEP projects the
Authority has already agreed to complete, which are identified in Schedule 2.04(d) of the
wastewater system Asset Purchase Agreement.

Joint Petitioners’ Response: Joint Petitioners believe it would be premature to address in
this proceeding the completion of STEP projects beyond those the City and the Authority
committed to in Schedule 2.04(d) of the wastewater system Asset Purchase Agreement.

Rebuttal Witnesses: Carey B. Lykins, James O. Dillard

OUCC Recommendation: The Commission order CEG and the Authority to provide
information about the STEP Projects on the Citizens website so that consumers are well
informed about the STEP Projects.
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Joint Petitioners’ Response: Citizens Energy Group and the Authority will make
available information about the STEP Projects utilizing the Citizens Energy Group
website and other communication media.

Rebuttal Witness: James O. Dillard

OUCC Recommendation: The Commission find that CEG has the managerial ability to
own and operate the water and wastewater utilities.

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief. :

OUCC Recommendation: The Commission require CEG and the Authority to continue
the DOW’s and the Sanitary District’s practice of actively participating in the AWT
Technical Advisory Panel and the TAG meetings and treating these groups as a valuable
management asset.

Joint Petitioners’ Response: Citizens Energy Group and the Authority intend to seek
input from advisory groups and other organizations interested in water and wastewater
issues.

Rebuttal Witness: Aaron D. Johnson

OUCC Recommendation: The Commission order CEG and the Authority to create a
forum to allow public input on significant utility decisions.

Joint Petitioners’ Response: ' Citizens Energy Group’s board and the Authority’s board
meet monthly. Advance notice of those meetings, wh1ch are open to the public, is posted
on Citizens Energy Group’s web site.

Rebuttal Witness: Carey B. Lykins

OUCC Recommendation: The Commission order CEG and the Authority to adopt the
current practice of working with the local environmental groups or other partners to
protect source water resources and streams and rivers.

Joint Petitioners’ Response: Citizens Energy Group and the Authority intend to seek
input from local environmental groups and other organizations interested in water and
wastewater issues.

Rebuttal Witness: Aaron D. Johnsdn

OUCC Recommendation: The Commission order CEG to either (1) adopt the 2009
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Veolia Conservation Plan or (2) use the 2009 Veolia Conservation Plan to develop its
own Conservation Plan to be presented to the Commission for approval.

Joint Petitioners” Response: Citizens Energy Group agrees to develop a water
conservation plan using the 2009 Water Conservation Plan the DOW submitted to the
Commission.

Rebuttal Witness: Lindsay C. Lindgren

OUCC Recommendation: The Commission order CEG to develop a systematic plan to
ensure timely and effective response to drought conditions.

Joint Petitioners’ Response: Citizens Energy Group agrees to develop a drought response
plan.

Rebuttal Witness: Lindsay C. Lindgren

OUCC Recommendation: The Commission establish a reporting mechanism for tracking
compliance with the foregoing recommendations.

Joint Petitioners’ Response: Citizens Energy Group is willing to discuss a reasonable
means of ensuring compliance with any conditions or obligations adopted by the
Commission in its final order in this proceeding.

Rebuttal Witness: Carey B. Lykins, Aaron D. Johnson

Recommendations of OUCC Witness Edward R. Kaufman

13.

OUCC Recommendation: The Commission require CEG to document the savings it
generates as a result of the proposed acquisition, and to provide reports to both the
Commission and the OUCC showing what savings have been achleved and that the
savings are directly attributed to the proposed merger.

Joint Petitioners’ Response: Citizens fully intends to document and report savings
achieved as a result of the acquisition and is in the process of designing the metrics that
will be used to measure such savings and the format for reporting them.
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Rebuttal Witness: Aaron D._Johnson

OUCC Recommendation: The term “Fair Market Value” be defined by CEG and the
City in a manner that prevents the ratepayers from paying for the same plant or other
assets twice, if either or both utilities are ever sold back to the City.

Joint Petitioners’ Response: This recommendation would undermine Sections 8.08(d)
and 8.09(d) of the water and wastewater asset purchase agreements, which are intended
to prohibit a future sale of the water and wastewater systems.

Rebuttal Witness: Aaron D. Johnson

OUCC Recommendation: The Commission reject the Authority’s proposal to include
operating expenses or a reconciliation mechanism in its proposed ECPRM and establish a
specific process for the proposed ECPRM.

Joint Petitioners’ Response: Indiana Code Section 8-1-28-11(a)(2) provides for the
recovery of “the costs and expense incurred by the public utility in the development and
implementation of the approved environmental compliance plan.” (emphasis added).
The cost of implementing the environmental compliance plan includes operation
expenses. The proposed reconciliation mechanism is intended to protect both the
Authority and its customers from over or under recovery of costs caused by the difference
between estimated and actual costs, as well as estimated and actual sewage disposal
service use. Regarding the establishment of a process for the ECPRM, the Authority
would welcome the opportunity to collaborate with the OUCC, Commission staff, if
appropriate, and any other interested parties to work through the logistics of the
procedural schedule for an ECPRM, and to define what sort of filing requirements might
be appropriate

Rebuttal Witness: LaTona S. Prentice

OUCC Recommendation: The Commission accept the Authority’s proposed PILOT
payment obligation in future rates, but only on the c¢ondition that the proposed PILOTs
act as both a floor and a ceiling.

Joint Petitioners’ Response: Citizens agrees the PILOT Payments the Authority has
agreed to pay pursuant to Section 3.05 of the Wastewater APA will act as both a floor
and a ceiling for purposes of rate recovery; provided however, such agreement will not
preclude the Authority from seeking recovery in rates of any PILOT obligations 1mposed
by entities other than the City of Indianapolis.

Rebuttal Witness: Aaron D. Johnson
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OUCC Recommendation: Unless specifically identified in the Commission’s final order,
approval of the APAs does not constitute a blanket approval of all items in the APAs that
may influence future ratemaking treatment.

- Joint Petitioners’ Response: See Joint Petitioners’ Response to OUCC Recommendation

No. 59.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: Systems outside Marion County be treated similarly to
systems located inside Marion County

Joint Petitioners’ Response: The Intergovernmental Agreements pursuant to which areas
outside Marion County are provided water service provide that the water utility “shall
treat all Units with substantially similarity in a nondiscriminatory fashion, particularly in
offering preferential rates. . . .” Citizens Energy Group will honor that commitment.

Rebuttal Witness: Aaron D. Johnson

OUCC Recommendation: Inclusion of language in final order that may provide
confidence to bond rating agencies that the Water and Wastewater utilities will have
sufficient rates to meet their ongoing debt service requirements.

Joint Petitioners’ Response: Citizens Energy Group agrees that such language should be
included in a final order and will propose language it believes is .appropriate in its
proposed order.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: Decisions made in the final order in Cause No. 43645 should
apply to CEG.

Joint Petitioners’ Response: Citizens Energy Group does not believe it would be
appropriate to make applicable to Citizens Energy Group conditions and obligations
imposed on the DOW in the final order in Cause No. 43645. Any conditions and
obligations imposed on the water utility in the final order in Cause No. 43645 will be
based on the circumstances facing the utility under its current ownership and
management structure. Any obligations the Commission imposes on the water utility
under Citizens Energy Group’s ownership and management should be set forth in the
final order in this Cause.

Rebuttal Witnesses: Carey B. Lykins, John R. Brehm
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Recommendations of OUCC Witness Walter R. Drabinski

21.

22.

OUCC Recommendation: Within 60 days from the date of closing the proposed
transaction, CEG should file a report with the [URC and copy to the OUCC specifying
the metrics that CEG proposes to use to track savings realized from the consolidation of
the gas, water, sewer and other operations as well as the costs incurred.

Joint Petitioners’ Response: The reporting obligations set forth above are generally
acceptable to Citizens Energy Group; however, Citizens Energy Group would like to
discuss with the OUCC the metrics that will be designed to track savings and the format
of reports to be provided.

Rebuttal Witness: Aaron D. Johnson

OUCC Recommendation: Within 180 days from the date of closing the proposed
transaction, CEG file a report with the IURC and copy to the OUCC providing the status
of the implementation of the consolidation, the savings realized by categories consistent
with Exhibit TJF-2, support for the savings, the costs incurred and support for the costs.
Subsequent to the initial report, reports on the implementation, savings realized and cost
incurred should be provided on a semi-annual basis for a period of at least four (4) years.

Joint Petitioners’ Response: The reporting obligations set forth above are generally
acceptable to Citizens Energy Group; however, Citizens Energy Group would like to
discuss with the OUCC the metrics that will be designed to track savings and the format
of reports to be provided.

Rebuttal Witness: Aaron D. Johnson

Recommendations of QUCC Witness Charles E. Patrick

23.

24.

25.

OUCC Recommendation: The Commission approve the assignment of any DOW
Interlocal Agreements and franchise rights to the Board.

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief.

OUCC Recommendation: The Commission approval of the Board’s assumption of
DOW’s obligations in the Interlocal Agreements and franchise rights.

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief.

OUCC Recommendation: The Commission approval of the transfer of agreements for
wastewater treatment and disposal (Wastewater Interlocal Agreements) to the Authority.
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Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief. '

OUCC Recommendation: The Commission approval of the Board’s assumption of
existing DOW debt.

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief.

OUCC Recommendation: The Commission decline to pre-approve debt service
payments as a revenue requirement in future rate cases on the estimated debt the water
utility will seek for working capital.

Joint Petitioners’ Response: Citizens Energy Group clarifies in its rebuttal testimony that
it is not seeking approval in this proceeding of debt service payments for working capital.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission decline to pre-approve debt service
payments in future rate cases on the estimated debt the water utility seeks on estimated
Capex.

Joint Petitioners’ Response: Citizens Energy Group clarifies in its rebuttal testimony that
it is not seeking approval in this proceeding of debt service payments for future debt
issuances to fund capital expenditures.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission approve debt service payments for the water
utility in future rate cases on $4,392,000 of initial cash.

Joint Petitioners’ Response: Although Citizens Energy Group is not seeking approval in
this proceeding of debt service payments for working capital, it believes the amount of
working capital the OUCC proposes is wholly inadequate.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission approval of the Board’s assumption of
existing Sanitary District debt.

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief. ‘
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OUCC Recommendation: The Commission approval of the debt service payments in
future rate cases on the purchase price of $262,600,000 ($285,595,000 which includes
purchase of Sanitary District wastewater assets, associated costs of issuance and debt
service reserve fund).

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief.

OUCC Recommendation: The Commission decline to pre-approve debt service
payments in future rate cases for the estimated debt the Authority will seek for working
capital.

Joint Petitioners’ Response: The Authority clarifies in its rebuttal testimony that it is not
seeking approval in this proceeding of debt service payments for working capital.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission decline to pre-approve debt service
payments in future rate cases on the estimated debt the Authority seeks on estimated
Capex. '

Joint Petitioners’ Response: The Authority clarifies in its rebuttal testimony that it is not
seeking approval in this proceeding of debt service payments for future debt issuances to
fund capital expenditures.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission approve of debt service payments for the
Authority in future rate cases on $4,500,000 of initial cash.

Joint Petitioners’ Response: Although the Authority is not seeking approval in this
proceeding of debt service payments for working capital, it believes the amount of
working capital the OUCC proposes is wholly inadequate. '

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission approval of recovery of the debt service
payments on the City’s wastewater utility GO Bonds in future Authority rate cases.

Joint Petitioners’ Response: This recommendation is supportive of Joint Petitioners’ case
in chief.

OUCC Recommendation: The Commission decline the use of a balancing account in
conjunction with the Rate Adjustment Mechanism.
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Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 15. '

Rebuttal Witness: LaTona S. Prentice

OUCC Recommendation: The Commission approval of a 2.0% depreciation rate for
DOW acquired Utility Plant in Service (“UPIS”) by CEG.

Joint Petitioners’ Response: Citizens agrees to use a 2.0 percent depreciation rate for
water utility plant in service.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission approval of a 2.5% depreciation rate for
Sanitary District acquired UPIS by the Authority.

Joint Petitioners’ Response: The Authority agrees to use a 2.5 percent depreciation rate
for wastewater utility plant in service.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require CEG to repay the City for any
outstanding short-term DOW debt owed to the City, if the Commission grants recovery of
the DOW [amount] in the working capital revenue requirement.

Joint Petitioners’ Response: Citizens Energy Group recognizes the City’s advancement
of money from its general fund to the Department of Waterworks presents a serious
dilemma. However, it is impossible to comment on whether the final order in Cause No.
43645 will present a partial solution to that dilemma, absent the ability to review the
entirety of the order.

Rebuttal Witness: Carey B. Lykins

Recommendations of QUCC Witness Margaret A. Stull

40.

OUCC Recommendation: The Commission require CEG and the Authority to record the
acquisition of water and wastewater assets in the same detail, both classification and
value, as reflected in the City’s books and records at closing.

Joint Petitioners’ Response: Citizens Energy Group and the Authority plan to maintain
the books and records of the Water and Wastewater Systems, respectively, in accordance
with Generally Accepted Accounting Principles and the NARUC Uniform System of
Accounts. Under Citizens Energy Group’s and the Authority’s ownership, the visibility
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and usefulness of the water and wastewater utilities’ books and records will improve for

all stakeholders, including the OUCC and the Commission, and represents another public
interest benefit that results from the proposed transfer.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require CEG to record the amount of CIAC
and amortized CIAC that exists on DOW’s balance sheet at the date of closing on the
acquisition. :

Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 40.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require CEG to amortize CIAC in the same
manner that DOW employed.

Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 40. '

Rebuttal Witness: John R. Brehm

OUCC Recommendation: For the water utility, the Commission require CEG to record
contributions of plant and cash in accordance with NARUC guidelines and DOW’s
current practice.

Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 40.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require-that total “connection fees” (system
distribution charge or “SDC”) collected as of the closing date be recorded on the
Authority’s books as CIAC along with any other known contributions of plant or cash.

Joint Petitioners’ Response; See Joint Petitioners’ response to OUCC Recommendation
No. 62.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require the Authority to amortize CIAC at
2.5% per annum.

Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 40.

Rebuttal Witness: John R. Brehm
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OUCC Recommendation: The Commission require that immediately after the acquisition
the Authority begin recording CIAC in accordance with NARUC guidelines and maintain
property records that can be reviewed by the Commission and the OUCC.

Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 40.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require CEG and the Authority to record as
an acquisition adjustment the difference between net utility plant recorded at closing and
the pre-determined purchase price.

Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 40.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require CEG and the Authority to amortize
any resulting acquisition adjustments according to GAAP guidelines and prohibit CEG
and the Authority from including this amortization as part of their revenue requirements
in future rate cases.

Joint Petitioners’ Response: The Authority accepts this recommendation. However, the
amortization of any acquisition adjustment recorded with respect to the Wastewater
System may well be a negative amount. Consequently, any negative or positive amount
of amortization should be excluded from future rates.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission require CEG and the Authority to maintain
their books and records in accordance with NARUC’s USOA.

Joint Petitioners’ Response: See Joint Petitioners’ response to OUCC Recommendation
No. 40.

Rebuttal Witness: John R. Brehm

OUCC Recommendation: The Commission find that any customer deposits held by the
City at closing should either be paid back to customers or transferred to CEG or the
Authority.

Joint Petitioners’ Response: Joi